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 Global oil prices rose as Venezela edges towards an economic 
collapse, with the country's oil production nearly halved from 1.5mn 
bpd during the early 2000s. At the same time, market expectations 
are rising on the possibility that US President Trump may reimpose 
sanctions on Iran's oil exports. Brent crude rose 0.31% WoW, ending 
at USD74.87/bbl, while WTI crude rose 2.38% WoW, ending at 
USD69.72/bbl. 

 US equities declined even as the tech sector led a rally late in the 
week due to strong earnings, coming up short in rolling back all 
losses incurred early in the week. The S&P 500 closed at 2,663.42 
(-0.24% WoW) while the DJIA ended at 24,262.51 (-0.20% WoW). 

 European equities ended up higher at the end of the week as the 
weaker Euro and strong earnings overshadowed weaker than 
expected economic data and lingering trade tensions. The MSCI 
Europe closed at 130.58 (+0.61% WoW). 

 Asian equities were down during the week due to lingering trade 
tensions as the US and China wrapped up two days of trade talks 
without any sense of progress on a deal to stop the escalation of 
trade barriers. MSCI Asia Pacific ex-Japan ended at 560.19 (-0.53% 
WoW).  

Most global indices edged lower as US-China trade tensions continue to linger, with little progress on talks during the past week. 
European equities rose as the weak Euro helped lift sentiment on earnings, Meanwhile, fixed income yields ended mixed on diverging 
monetary policy stances between global Central Banks. Lastly, Brent and WTI crude oil prices rose on uncertainties over Venezuela's 
economic health and renewed sanctions on Iran 's oil production. 

 US Treasury yields rose on average as a strong increase in short-term rates 
outpaced declines in the belly and long-end of the curve. The yield-curve 
flattened, with declines on the long end as wage growth on the latest jobs 
report continued to disappoint. Yields rose 0.46 bps on average, with the 10-
year falling 0.71 bps to 2.9497%. 

 German bund yields slightly declined as Eurozone inflation remained tepid, 
with the April core inflation print coming in lower than expected (cons.: 0.9% 
YoY act.: 0.7% YoY), following the ECB's decision to leave rates unchanged. 
Bund yields fell 0.70bps, with the 10-year falling 2.70bps to 0.544%. 

 Japanese government bond yields rose, as market players unwinded their 

positions ahead of the Golden Week holidays and the Fed's policy meeting that 
ended last Thursday (May 3). Auctions for the one to five year JGBs attracted 
less bids than the usual. On average, yields rose 4.57 bps. 

 Key events that transpired during the week: 

 US Fed maintains policy rates and reiterates rate-hike path. 
 US and China trade talks wrap-up with no sense of progress. 
 US jobs report indicates continuing jobs growth and 18-year low 

unemployment rate but still slower wage growth. 
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The local equities market fell as investor sentiment was heavily influenced by uncertainty over the BSP's monetary policy amid 
persistently high inflation. Moreover, local fixed income yields marginally rose while the Peso strengthed on higher expectations of a 
BSP rate hike following the 4.5% April CPI print. 

7,200

7,400

7,600

7,800

8,000

-35

-15

5

4/27 4/30 5/2 5/3 5/4

Total Net Foreign Flows  (USD Mn)

PCOMP

-2.26% WoW;  
Net Foreign Selling: $26.60 Mn 

4.275 
4.255 4.255 4.255 4.269 4.295 

6.205 6.203 6.203 6.175 6.200 6.138 

2.5

3.5

4.5

5.5

6.5

1/0 4/30 5/1 5/2 5/3 5/4

2Y PDST-R2 10Y PDST-R2

 1.1500

 1.2000

 1.2500

 51.50

 52.00

30-Apr 1-May 2-May 3-May 4-May

USD/PHP EUR/USD

-10.63% 

-6.40% 

-6.09% 

4.07% 

5.81% 

11.17% 

-15% -10% -5% 0% 5% 10% 15%

AEV

GTCAP

DMC

MER

MPI

LTG

 The Philippine peso strengthened as the S&P outlook upgrade 
for the country and anticipation on BSP's policy tightening 
increased appetite for the currency. The PHP/USD rose 0.57% 
WoW to 51.67. 

 The Euro continued to weaken amid lethargic Eurozone 
economic data - April core CPI registered a 0.7% year-on-year 
growth, weaker than the expected 0.9%, while retail sales 
posted a disappointing 0.8% yoy growth, significantly below the 
expected 1.9%. The EUR/USD ended at 1.196  (-1.40% WoW). 

 The Philippine Stock Exchange Index (PSEi)  fell week-on-week on 
uncertainty over the BSP's monetary policy amid persistently increasing 
inflation, with the April CPI print registering a 4.5% growth from the previous 
year. The PSEi closed at 7,546.19 (-2.26% WoW). 

 Lucio Tan Group (PSE ticker: LTG) was the best performer last week, 
gaining 11.17% ahead of its 1Q18 analysts' briefing on May 11 on the back of 
strong 2017 results. On  the other hand, Aboitiz Equity Ventures (PSE 
ticker: AEV) was the worst performer last week, falling 10.63% due to poor 
first quarter 2018 results with Aboitiz Power, accounting for 64% of AEV's 
total income, posting a 9% drop in consolidated net income. 

 Key events that transpired during the week: 

 Bank of the Philippine Islands (PSE Ticker: BPI) successfully 
concluded its Php50bn stock rights offering, which marks the largest 
capital markets transaction in the Bank's 166 year history. The Bank 
received strong support from shareholders, with an oversubscription of 
22.3% on the rights offering. The SRO makes BPI one of the best 
capitalized banks in the Philippines, increasing its common equity tier 1 
ratio from 11.84% to 15.63%.   

 Manila Electric Company (PSE Ticker: MER) reported consolidated 
core net income for 1Q2018 of Php4.9 Bn, a 7% increase YoY. The 
increase in core net income was largely attributable to its core 
distribution business, as volumes grew 10,145GWh or 9% over the 

comparable period last year, and as operating & maintenance expenses 
remained flat, while adjustments were also made on provisions for 
impairment of certain trade receivables.  

 Local fixed income yields rose albeit marginal on expectations for the BSP to 
turn hawkish following the April CPI print of 4.5%, in-line with consensus. April's 
inflation print is the fastest pace of acceleration in the last 6 years, strengthening 
the possibility that a BSP rate hike is imminent. On average, yields went up by 
0.34bps. 

 Key events that happened during the week: 

 The Bangko Sentral ng Pilipinas (BSP) announced that it will be carefully 
examining the April inflation data of 4.5% when it deliberates on its interest 
rate policy in its meeting on Thursday (May 10). BSP also mentioned that 
the inflationary pressures may be transitory in nature and they still expect 

local prices to stabilize by 2019.  
 The National Economic Development Authority (NEDA) announced that 

inflation may drop by at least 1%, once lawmakers amend a law limiting rice 
imports in order to boost stockpiles that were depleted. Currently, the price 
of rice is at a three-year high as supply remains low.   
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